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KEY ECONOMIC INDICATORS - QATAR 


Unless noted all values are in millions of U.S. dollars. $1.00 = Qatari Riyals 3.64 as 
set by the Government of Qatar in June 1980 and remains unchanged to date. 


% Change 
1984 1985 1986/85 
Total import from U.S. js 105.3 74.5 - 8 
Balance of Payments (est. ) 
1. Balance of Trade 1836.4 2216.8 1947.8 744.5 60 
Oil Exports (F.0.B.) and 
Other Exports 3288.0 3364.0 3100.2 1843.4 40 
Imports 1451.7 1147.2 1152.4 1098.9 5 
. Services and Private Transfers 1428.0 1372.0 1534.8 983.8 39 
. Current Account Balance 408.5 844.8 412.9 194.2 $3 
. Capital and Official Transfers 1002.7 551.0 648.0 375.8 42 
Overall Balance of Payments 594.0 293.8 235.4 570.0 14 
Goveriaant Budget (Excluding Defense) 
1. Budgeted Revenues 2441.3 3289.3 2675.0 N/A 
Actual Revenue 3156.4 3087.3 2781.3 2189.8 
2. Budgeted Expenditures 4205.4 4300.0 4287.0 N/A 
Actual Expenditures 3294.7 3390.3 3139.8 2819.5 
Monetary Survey 
1. Money Supply 992.8 1135.8 1103.2 j2ae. 7 
Demand Deposits 700.2 809.9 795.6 878.9 10 
Currency in Circulation 292.6 325.9 307.6 353.8 15 
2. Interest Rates (%) 


Loan Rates (As reported by banks, loan rates fluctuated from 7 - 9 1/2% . Maximum set b 
GOQ regulations). 


Time deposits (As reported by banks, deposit rates fluctuated from 5 - 7% depending on 
market. Maximum set by GOQ regulations). 

Savings Deposits 520 5.0 5.0 

3. Estimated Inflation Rate 

(Excluding housing rents) 10.0 5-10 5-10 

Industrial Sector 

1. Crude 0il Production (mn brls) 20753 151..5 109.5 111.0 

. Assoc. Gas Prod. (mn cu.ft.) 133,100 180,685 170,800 170,800 

- Electric Power (mn kwh.) 3236.0 3563.0 3949.0 4302.0 

-. Elec. Peak Demand (megawatts) 714.0 745.0 804.0 892.0 

- Steel Prod. (thou.mtc.tons) 446.0 478.0 500.0 493.2 
Steel Exports (thou.mtc.tons) 400.0 400.0 400.0 457.7 

. Fertilizer Exp. (thou.mtc.tons) 1271.0 1336.0 1384.0 1405.0 
Urea 685.0 734.0 744. 747. 
Ammonia 586.0 632.0 640. 658. 

- Cement (thou.mtc.tons) 510.0 460.0 433. 413. 
Production 248.5 330.0 319. 308. 
Imports 261.6 130.0 114. 105. 

- Petrochemical Production/Export (thousand metric tons) 

Polyethylene 143.9 149.6 LSS 176. + 

Ethylene 163.5 204 .6 185. 258. + 

Sulpher 40.0 40.0 44.7 + 
Sources: 1. Government of Qatar. 2. Private Firms. 3. Banks. 4. Oil Industry 


* This report was prepared in September 1987 





BACKGROUND 


Some real improvement in Qatar's economy was seen in 1987, 
because of an increase in oil prices and demand for OPEC 
crudes. Qatar's oil revenues in 1987 will amount to $1.7-$2.0 
billion (vs. $3.2 billion in 1985 and $1.6 billion in 1986). 
This contrasts with extraordinarily low oil revenues 
February-March ($50-100 million per month) of this year because 
the Qataris had such difficulty marketing their oil. The state 
announced a budget this year that included no appropriations for 
major projects. As in previous years, Qatar will almost 
undoubtedly show a positive balance in its current account, 
although at somewhat lower levels of imports and exports 
compared to 1986 figures. The common fiscal practice in Qatar 
is to project a deficit and then, in mid-year, to cut projects 
so that, in fact, a budget surplus emerges. 


Despite the absence of a major-projects appropriation in the 
State budget, the government is committed to continue providing 
free utilities, medical care, education through the university 
level, and very soft loans for housing and investment for Qatari 
citizens. Thus, some of the best prospects for U.S. firms are 
these very areas: household and office furniture, medical 
equipment and health care products. 


Over the short term (6-12 months), the Qatari economy will 
continue to run at a slow-to-moderate pace. We expect Qatar's 
GDP will grow 4-6 percent in 1987. This compares well with the 
10-12 percent decline in GDP registered in 1986. Once the North 
Dome Gas Field project kicks off in early 1988, considerable 
vigor will return to the economy. Meanwhile, U.S. trade and 
other business involvement will likely remain close to 1985 and 
1986 levels (U.S. exports to Qatar, according to U.S. Department 
of Commerce figures, amounted to $63.8 million and $63.5 million 
in those respective years). U.S. exports in 1987 to Qatar are 
running about 25 percent higher than in 1986. This trade will 
expand in 1988-90 as North Dome Gas opportunities materialize. 
Firms wishing to participate in what promises to be "mini boom" 
should begin establishing contacts in the local market. 


SIGNS OF RECOVERY 


Qatar's current modest recovery follows the recession that 
occurred after the steep decline in oil prices in the fall of 
1985. Current projections of 1987 oil revenues run in the 
$1.6-$1.8 billion range; 1986 revenues amounted to about $1.45 
billion, while 1986 levels were in the $3.2 hillion range. The 
economic policy of Qatar is to hushand resources; thus, the 
government, as a matter of principle, rarely calls in reserves 
to cover deficits, fund projects, or stimulate the economy. In 
practice, this means that when government revenue declines, 
projects are neither postponed or cancelled, and local 
contractors suffer lengthy payment delays. However, in July 
1987, the government released about $200 million in overdue 


* This report was prepared in September 1987. 





payments to local contractors, thereby pumping the economy a 
bit. These funds were undoubtedly drawn from government 
reserves. 


The Wusayl power/desalination project, a scheme calling for 
several hillion U.S. dollars worth of contracts, has recently 
received some attention in Qatar. Marubeni has made an 
unsolicited bid to build the plant, while a European consortium 
has offered to submit a build-operate-transfer (BOT) proposal 
for the scheme. 


THE BUDGET 


The General Budget Decree of 1987 calls for state general 
expenditures of QR 12.2 billion and projects general revenues of 
QR6.75 billion, thus leaving a sizeable deficit of QR 5.7 
billion. (The Qatari fiscal year runs from March 1 through 
February 28.) The above amounts are supposed to cover all five 
sections of the state budget: services, minor construction, 
major projects, salaries, and defense. As noted in the 
Background section of this report, although the Qatari budget 
almost invariably projects a deficit, the government nearly 
always runs a surplus by cutting projects and expenditures in 
mid-fiscal year. The 1987-88 budget includes lower levels of 
expenditure, revenue, and deficit than that of 1985-86. 
However, since the government announced no 1986-87 budget, the 
very fact that a formal budget exists infused local merchants 
with considerable confidence. 


Virtually all of the announced expenditures under the major 


projects allocations involve infrastructural schemes that have 
already been contracted to local firms. These include large 
contracts for resurfacing roads, additions and improvements to 
government buildings, and expansion and upgrade of the 
electrical, water, and sewer systems. 


Local contractors were somewhat disappointed to learn that the 
1987-88 budget made no provision for new major projects. In 
fact, the major projects section of the budget also lacks any 
allocation for the Wusayl power/desalination project, a well as 
for the North Dome Gas Field project. Obviously, relatively 
weak economic conditions will continue to prevail in Qatar for 
at least another year. 


CONTRACTING AND TRADING 


Local construction firms are keeping busy with plentiful 
contracts from the Ministry of Defense. These involve projects 
such as building ammunition dumps and barracks, road repair and 
construction, and various other infrastructural works. The 
Ministry of Public Works, the traditional source of steady 
income for local construction firms, has also helped to keep 
local companies afloat by awarding numerous contracts. Despite 
these two sources of lucrative contracts, there is a growing 
awareness in Qatar that profits require more hard work and 
commercial acumen than in previous year. 





Local traders and small-scale industrialists were heartened by 
an Amiri decree issued in early April 1987 that directed that 
local industries were to be given a 10 percent price advantage 
in government supplies contracts. The law states that national 
products be given a 10 percent price preference over most 
foreign products and 5 percent preference over goods from other 
Gulf Cooperation Council states, if these have less than 40 
percent GCC-made components. National products are defined as 
those in which at least 40 percent of the components originate 
in a GCC state and where 51 percent of the company's shares are 
owned by GCC nationals. Where no Qatari goods are available, 
the 10 percent advantage will be applied to GCC products. 


Banking and Foreign Trade: Several noteworthy events in Qatar's 
banking sector occurred in 1987. The most significant was the 
withdrawal of Citibank (as of August 31) and the purchase of its 
assets by the local Al-Ahli bank. Citibank's departure was part 
of a general reappraisal of Citibank's exposure in the Middle 
East. A significant portion of bad loans to local businessmen 
also figured in Citibank's decision to pull out of Qatar. 


Another significant development in Qatar's banking sector was 
the late-1986 Qatar Monetary Agency announcement that it planned 
to introduce discount and rediscount rate will be 7 1/2 percent, 
and it will apply only to commercial paper issued by local 
companies. Bills issued by companies in sectors considered 
economically important will enjoy a preferential rate of 6 1/2 
percent. Funds can only be drawn in Riyals on unequivocally 
negotiable bills with a maturity of 15-92 days. The measure 
aims to improve bank liquidity and to ease the availability of 
credit to the regulate domestic liquidity through its banking 
operations. The scheme will become operational once detailed 
guidelines are worked out and a QMA committee is set up to vet 


applications. We expect the discount window to actually open in 
early 1988. 


Qatar maintained a positive balance in both its trade and 
current balances in 1986, although figures were 50 percent below 
1985 balances. Non-oil in 1986 exports increased across the 
board, although profits were lower in all of Qatar's 
petrochemical industries, as well from the Qatar Steel Company. 
The overall balance of payments remained positive at $570 
million, more than double the 1985 level. 


The Oil Sector: Qatar's average 1986 oil production of 304,000 
barrels per day (b/d) was slightly higher than the 1985 average, 
300,000 b/d. Qatar's oil exports in 1987 fell drastically in 
February when Government Set Prices came into effect. Two 
factors accounted for this: Qatar's OPEC-decreed price 
differentials were too high and, just as important, buyers were 
simply not interested in purchasing Qatar's light crudes. Since 
oil exports for February-April remained close to 100,000 b/d, 
Qatar's oil revenue for the first quarter of 1987 was about $300 
million, about 15 percent less than 1986 revenues for the same 





period. In May, the Qataris began offering netbacks and their 
marketing problems were solved; oil sales for May exceeded 
400,000 b/d, while June and July exports were over 350,000 b/d. 


The Qataris dropped netbacks in August hecause spot prices had 
surpassed their official prices by then. The Qataris are geared 
up to export 350,000-400,000 b/d for the remainder of 1987 and 
believe that they have firm crude-buyers until the end of 1987. 
These crude sales will, of course, slightly improve Qatar's 
revenue expectations for 1987 ($1.8 billion vs. $1.6 billion for 
1986). 


Since the Government of Qatar provides free utilities and land, 
as well as heavily subsidized feedstock and fuel, to its 
hydrocarbon industries, it is somewhat difficult to determine 
whether Qatar makes a conventional profit from its downstream 
industries. Given this qualification, it is still worthwhile 
noting the the oil refinery of Qatar General Petroleum 
Corporation's (AGPC) at Umm Said showed a profit of $50.2 
million in 1986. At present, the refinery is working at 80 
percent capacity. The plant's jetty is expected to be completed 
in 1987, as is a depot for distributing oil products locally. 
The Qatar Fertilizer Company is reported to have turned a profit 
in 1986, although not as much as the $30 million declared as net 
profit in 1985. 


0il Concessions: Two U.S. firms, Sohio and Amoco, are exploring 
for oil in Qatar. Sohio's concession lies off Qatar's east 
coast, while Amoco's area comprises nearly the entire land mass 


of Qatar. Amoco will likely spud its first well later in 1987; 
Sohio already has an active drilling program. 


The Government of Qatar has two other offshore oil concessions 
that it would like to lease, one directly over the North Dome 
Gas Field (Bloc 5) and the other, Bloc 7, that is just off the 
Northeast corner (Ras Laffan) of the Qatari peninsula. Firms 
interested in these two areas may wish to contact the Department 
of Petroleum Affairs, Ministry of Finance and Petroleum, to 


learn more the areas' potential and the government's leasing 
terms. 


The North Field Gas Project: On May 20, 1987, Bechtel/Technip, 
a U.S./French consortium, signed a contract with QGPC for basic 
design, detailed engineering procurement, construction 
management, precommisioning and start-up assistance for the 
North Field gas development. The consultancy contract is valued 
at some $80 million, while the total cost for this 41-month long 
project will run around $950 million. Work on this first of 
three phases -- producing 800 million cubic feet of gas per day 
-- entails installing two offshore platforms and huilding two 
pipelines to the shore and two to Umm Said, Qatar's industrial 
city. At Umm Said, international contractors will build a new 
Natural gas liquids (NGL) plant, as well as modify the existing 
facility. Eventually, the 800 million cubic feet per day of gas 
will yield about 45,000 barrels pe: day worth of 





condensate, the output of the new NGL plant at Umm Said. Other 
contracts to be awarded include: building distribution lines to 
transport the dry gas to the domestic grid system for use by 
local industry, constructing facilities for reinjecting surplus 
gas (200 million cubic feet/per day) into the onshore Dukhan 
formation, and erecting storage installations for NGL and naptha 
destined for export. The client, QGPC, is in the process of 
choosing a financial adviser for the project and will likely 
make a decision in the next several months. Local observers 
believe this adviser will help QGPC to appoint a bank to raise a 
preliminary syndicated loan. This loan, however, will not 
prevent contractors from offering their own finance packages. 


Officials are much less certain about the second and third 
stages of the North Dome gas project. Phase II - bringing 
ashore an additional 800 million cubic feet/per day of gas for 
processing and distribution to other Gulf states -- is unkikely 
to move ahead in the foreseeable future because of insufficient 
demand for gas in other GCC states. Political considerations, 
however, may convince the GCC states to back the plan since it 
would tie some or all the GCC states into one, integrated gas 
grid. Phase III involves pumping ashore another 800 million 
cubic feet of gas per day, building a liquified natural gas 
(LNG) plant near Umm Said, and processing the gas for export at 
this new facility. As is the case with Phase II, the near-term 
market for LNG does not currently appear encouraging enough to 
justify the launching of this phase. 


Future Prospects: Although the oil boom is over and the next 


6-12 months will likely see low-to-moderate levels of economic 
activity, Qatar will remain a small, but attractive market for 
U.S. firms in certain fields. Qataris are likely to remain 
conspicuous consumers of manufactured products for 
industrialized countries for the foreseeable future; these 
desired products range from cars to sophisticated electronic 
goods, to high-quality furniture, fashions, and jewelry. 
Similarly, construction of roads, residences, sewers and 
drainage systems, and other "social" infrastructure is likely to 
continue, although not at the hectic pace during 1973-82. 
Long-term economic prospects depend on progress towards 
development of the North Field natural gas reserves; Qatar has 
about 30 years worth of oil reserves left, so it must exploit 
the North Field to continue its development. With proven gas 
reserves of 150 trillion cubic feet and estimated reserves 
placed at twice that figure, the North Field is large enough to 
ensure the state's domestic energy supplies and export earnings 
for many decades. Although plans have been scaled down to cut 
costs, the project will still generate some $500 million worth 
of contracts for offshore production facilities, onshore and 
offshore pipelines, port development, civil engineering work, 
and an NGL plant at Umm Said. QGPC, with the assistance of the 
consultancy contractor Bechtel/Technip, will begin soliciting 
bids for these contracts in early 1988. Once the government 
begins letting out contracts for the North Field development, 
the project will have a locomotive effect on the local economy. 


me xe 





Until that time, i.e., for the next 6-12 months, local and 
foreign firms operating in Qatar will have to find ways to 
survive in a fairly competitive market. 


PART B: Implications for the United States 


As Qatar adjusts to a steady hut lower level of oil revenue, 
prices, service, and quality have become the major factors in 
purchasing decisions. U.S. firms wishing to compete 
successfully in this market must do so more aggressively, often 
for smaller returns than they may have originally expected. 
Local business practices, however, still dictate that firms must 
devote substantial amounts of time to establishing personal 
relationships with key figures in government and commerce. Such 
personal contacts will prove decisive once the government begins 
awarding contracts for the North Field gas project. 


As a matter of course, U.S. businessmen should expect problems 
in obtaining business visas, in securing timely payments on 
contracts, and must anticipate facing vague or unwritten 
commercial regulations. If a dispute arises, a Qatari agent has 
the legal right to stop a foreigner whom he sponsors from 
leaving Qatar until the matter is settled. U.S. businessmen 
should, as they would in any business matter, arrange for 
payments on a secured basis. 


The state encourages foreign investment and demonstrated this 
commitment by signing an Overseas Private Investment Corporation 
Agreement with the U.S. in April 1987. The normal procedure for 
investment in Qatar is a joint venture with a local partner 
(sponsor). This can entail equity participation, as is the case 
with all of Qatar's petrochemical industries, or a simple agency 
agreement, the most common type of investment mechanism in Qatar. 


The government makes an exception to this rule in the case of 
oil concessions; these agreements are government-to-company and 
do not, as a rule, involve any sponsor. The Department of 
Petroleum Affairs, Ministry of Finance and Petroleum, negotiates 
and supervises these agreements. 


Best Prospects for U.S. Products and Services 


Natural Gas Extraction, Processing and Piping Equipment and 
Supplies: The North Field gas project looms over all future 
evelopment prospects in Qatar. While Bechtel has already won a 
lucrative design and consultancy contract, other U.S. firms need 
to pursue follow-on contracts, including those for gas 
extraction, processing, and transportation. U.S. oil and gas 
companies have excellent reputations in Qatar because of their 
recognized high quality. Firm representatives must, however, 
make certain that their companies are adequately represented in 
Qatar; the right sponsor will know when tenders are about to be 
announced, will ensure that the U.S. firm is prequalified, and 
will have the appropriate commercial and government contacts to 
press the firm's case. The development of the North Field will 





eventually generate billions of dollars worth of contracts. 

U.S. oil and gas firms need to establish themselves in Qatar's 
market now to win contracts that will be awarded during the next 
6 to 12 months. 


Health Care: The government continues to provide medical, 
medicinal, and hospitalization services free of charge to all 
residents of Qatar. The Ministry of Public Health is in the 
process of upgrading its medical services locally to provide a 
substitute for what is reputed to be better treatment and 
after-care in the United States, United Kingdom, and Austria. 
Although some major U.S. firms specialized in medical and 
hospital equipment and supplies are already represented in 
Qatar, we believe that speciality equipment, devices, and 
pharmaceuticals command a promising market in Qatar. Purchases 
of medical equipment and supplies, all by the government, are 
normally made on a tender basis and can take some time. U.S. 
firms are advised to work closely with a local agent to sell on 
a tender-to-tender basis. 


Foodstuffs: The majority of Qatar's imported foods comes from 
Europe and Asian nations. Local retailers and wholesalers of 
foodstuffs have often expressed keen interest in dealing with 
U.S. suppliers, but claim that U.S. firms are unwilling to meet 
Qatari labelling requirements and fill small, mixed orders. 
Greater attention to details such as these by U.S. food 
suppliers could result in substantially increased sales for U.S. 
firms, especially since the dollar has remained weak long enough 
to convince local buyers that they should switch suppliers. 

Fast food outlet are also good prospects in Qatar. Several U.S. 
take-out food firms are already represented and doing well in 
Doha. Qatari consumers, as well as expatriate laborers, are 
becoming increasingly time-conscious, sophisticated, and 
accustomed to take-out food; the market for convenience foods is 
bound to grow. 


Household and Office Furniture: Since the largest portion of 
the government's capital expenditures budget is devoted to 
construction and attendant services of government-funded 
housing, offices, public health facilities, and other 
infrastructure, there are good sales prospects for U.S. 
furniture manufacturers who take a strong interest in 
penetrating Qatar's small market. Most furniture in Qatar is 
supplied by European firms, but since the weakening of the U.S. 
dollar, American firms have become well-situated to take 
advantage of Qatar's market for household and office furniture 
(including drapes and carpets). 


Personal Investment Services: Although all the Gulf states have 
been suffering from various degrees of recession since 1982, 
many Gulf states citizens still have enormous amounts of 
disposable income. Qatar is no exception to this. If anything, 
this phenomenon will become exaggerated as Qatar completes 
almost all its basic infrastructure; both the government and 
private individuals will want to continue to earn a significant 





return on their investments, most of which will go abroad. In 
the 1990s, both the government and private Qatari citizens will 
have large amounts of since which they will want to invest in 
either the West or the Far East. U.S. financial services firms 
who want to attract some of Qatar's investments should make 
themselves known in Doha and who have studied the market have 
been able to capture considerable personal wealth for their 
management schemes. 


Security Services and Technology: Another sector which holds 
considerable promise for U.S. Fees is security, both personnel 
services and technology. Numerous government agencies, as well 
as private citizens have initiated security-enhancement programs 
that involve substantial purchases of high-tech security 


equipment and employment of considerable numbers of security 
personnel. 
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